
State of California

BOARD OF EQUALIZATION

SALES AND USE TAX REGULATIONS

Regulation 1684.  COLLECTION OF USE TAX BY RETAILERS.

References:  Sections 6203, 6204, and 6226, Revenue and Taxation Code.

(a) RETAILERS ENGAGED IN BUSINESS IN STATE.  Retailers engaged in business in
this state as defined in Section 6203 of the Revenue and Taxation Code and making sales of
tangible personal property, the storage, use, or other consumption of which is subject to the tax
must register with the board and, at the time of making the sales, or, if the storage, use or other
consumption of the tangible personal property is not then taxable, at the time it becomes taxable,
collect the tax from the purchaser and give the purchaser a receipt therefor.

Any retailer deriving rentals from a lease of tangible personal property situated in this state is a
“retailer engaged in business in this state” and is required to collect the tax at the time rentals are
paid by his lessee.

The use of a computer server on the Internet to create or maintain a World Wide Web page or
site by an out-of-state retailer will not be considered a factor in determining whether the retailer
has a substantial nexus with California.  No Internet Service Provider, On-line Service Provider,
internetwork communication service provider, or other Internet access service provider, or World
Wide Web hosting services shall be deemed the agent or representative of any out-of-state retailer
as a result of the service provider maintaining or taking orders via a web page or site on a
computer server that is physically located in this state.

A retailer is not “engaged in business in this state” based solely on its use of a representative or
independent contractor in this state for purposes of performing warranty or repair services with
respect to tangible personal property sold by the retailer, provided that the ultimate ownership of
the representative or independent contractor so used and the retailer is not substantially similar.
For purposes of this paragraph, “ultimate owner” means a stock holder, bond holder, partner, or
other person holding an ownership interest.

(b) RETAILERS NOT ENGAGED IN BUSINESS IN STATE.  Retailers who are not
engaged in business in this state may apply for a Certificate of Registration - Use Tax.  Holders of
such certificates are required to collect tax from purchasers, give receipts therefor, and pay the tax
to the board in the same manner as retailers engaged in business in this state.  As used in the
regulation, the term “Certificate of Registration - Use Tax” shall include Certificates of Authority
to Collect Use Tax issued prior to September 11, 1957.

(c) TAX AS DEBT.  The tax required to be collected by the retailer and any amount
unreturned to the customer which is not tax but was collected from the customer under the
representation that it was tax constitute debts owed by the retailer to the state.
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(d) REFUNDS OF EXCESS COLLECTIONS.  Whenever the board ascertains that a retailer
has collected use tax from a customer in excess of the amount required to be collected or has
collected from a customer an amount which was not tax but was represented by the retailer to the
customer as being use tax, no refund of such amount shall be made to the retailer even though the
retailer has paid the amounts so collected to the state.  Section 6901 requires that any
overpayment of use tax be credited or refunded only to the purchaser who made the overpayment.

History: Adopted August 7, 1957, as restatement of previous ruling, effective September 11, 1957.
Amended August 2, 1965, applicable on and after August 1, 1965.
Amended October 8, 1968.
Amended and renumbered November 3, 1969, effective December 5, 1969.
Amended July 27, 1988, effective November 11, 1988.  In subdivision (a), included reference 

to Section 6203 of the Revenue and Taxation Code which defines a “retailer engaged in 
business in this state.”

Amended September 10, 1997, effective November 27, 1997.  New third and fourth 
paragraphs added to subdivision (a).

Regulations are issued by the State Board of Equalization to implement, interpret or make specific
provisions of the California Sales and Use Tax Law and to aid in the administration and enforcement of
that law.  If you are in doubt about how the Sales and Use Tax Law applies to your specific activity or
transaction, you should write the nearest State Board of Equalization office.  Requests for advice regarding
a specific activity or transaction should be in writing and should fully describe the facts and circumstances
of the activity or transaction.


